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OPI1 NI ON

Thi s appeal is nmade pursuant to section 18594
of the Revenue and Taxation Code fromthe action of the
Franchi se Tax Board on the protest of Janes C and
Monabl anche A. Wl she against a proposed assessnent of
addi tional personal income tax in the amount of $321.21
for the year 19609.

The issue presented is whether respondent

properly disallowed a bad debt deduction clainmed by
appel lants for the year 1969.
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Appeal of Janes C. and Mnabl anche A. Wl she

Appellants filed a joint California persona
income tax return for 1969 claimng a $5,100 deducti on,
described as a bad debt |oss on “Notes." Thereafter,
respondent requested additional data from apggllants
concerning.the deduction. In response, M. | she
(hereafter appellant) stated that the $5,100 bad debt

deduction was clainmed through inadvertent error, and
that his state return should have indicated a $6,194
| oss incurred by his small business corporation during
1968. In support of this claim appellant submtted a
copy of the 1968 federal income tax return for his small
busi ness corporation. Respondent disallowed the
clainmed deduction and issued a notice of proposed
assessment on Cctober 26, 1972.2

Appel | ant protested the assessnent claimng
that the small business corporation |oss should have
been included in his 1968 personal incone tax return.
Respondent denied the Protest and correctly- inforned
appel lant that the alleged small business corporation
| oss had been disallowed because California does not

ermt the taxpayer the option of deducting smal

usi ness corporation |osses on personal incone tax
returns. Therefore, the [oss was not deductible on
appel lants' personal incone tax return for 1968, 1969,
or any other year.

Thereafter, respondent received a conmunication
from appellants' representative indicating that appellants
agreed they were'not entitled to deduct the corporate
business loss attributable to 1968, but that appellants
were entitled to a deduction for a loss incurred during
1969 by a sole proprietorship. In support 'of this con-
tention appellants submtted a schedul e show ng a net
| oss of $5,144 for a business engaged in "Hose Mnufacture"
for the taxable year 1969.

I/~ On August 5, 1974, this board received a communicaticn
~ fromappel |l ants' :a2presentative asserting that the
defici ency -assessment was barred by the statute of
limtations. However, respondent issued its notice
of proposed assessment within four years after the
filing of appellants' 1969 personal income tax return.
Therefore, any deficiency my be assessed and paynent '
t hereof demanded at any tinme subsequent to finalization
of the tax. (Rev. & Tax. Code, § 18586; Cal. Adm n.
Code, tit. 18, reg. 18581-18601 (b).) '
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;‘ Appeal of James C. and Monablanche A, \Wal she

At respondent's suggestion, appellant net wth
respondent's auditor for the purpose _of verif){i ng the
clai ned business loss. At this neeting appellant pro-
duced. several nore schedul es which represented the
al | eged business loss incurred during 1969. However,,
appel lant did not present any docunentary evidence,
such as cancel |l ed checks, account books, receipts, or
billings, which mght corroborate the alleged Ioss.

It is well settled that deductions are a
matter of Ie?i slative %race and that the taxpayer has
the burden of proving he is entitled to the deductions
cl ai med. (New Colonial Ice Co. v. Helvering, 292U.S.
435 [78 L. Ed. 1348]1; Appeal of James M Denny, Cal.
St. Bd. of Equal., May I7, 1962.) In the instant case,
appel l ants' uncorroborated assertions constitute the
only evidence of the clained business loss. W have
consistently held that the taxpayer's unsupported
assertions are not sufficient to satisfy his burden of
proof . (See, e.g., Ppeal of Wng Edwin and Faye Lew,

Cal. St. Bd. of Equal., Seé)t. 17, 1973;  Appe ke M
Kamrany, Cal. St. Bd. of Equal., Feb. 15, 1972.) There-
. fore, an the record before us we nust conclude'that

appellants have failed to nmeet their burdenofsubstantiating
the claimed deduction.

Accordingly, respondent's denial of appellants'
clai ned deduction nust be sustained.

ORDER

Pursuant to the views expressed in the opinion
of the board on file in this proceeding, and good cause
, appearing therefor,
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Appeal of Janes C. and Monabl anche A. Wl she

| T | S HEREBY ORDERED, ADJUDGED AND DECREED
pursuant to section 18595 of the Revenue and Taxation
Code, that the action of the Franchise Tax Board on
the protest of Janes C. and Mnabl anche A Wl she
agai nst a proposed assessment of additional personal
income tax I n the anount of $321.21 for the year 1969,.
be and the same is hereby sustained.

Done at Sacranento, California, this 20th
day of October 1975, by the State Board of,
Equal i zati on.

Chai r man
S0 e € Menber
C%]/-t ) / / ’/.
ﬁ%f~-Au;ﬁ/ o % Nenber

, Menber

/
ATTEST: 442/2?o(/f12;7465%<_ , 'Executive Secretary
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